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ACTION NEA-IO 

INFO OCT-OI ISO-00 CIAE-00 DODE-00 PM-03 H-02 INR-07 L-02 

NSAE-00 NSC-05 PA-02 PRS-OI SP-02 SS-15 USIA-15 
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FM AMEMBASSY KATHMANDU 
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INFO AMEMBASSY NEW DELHI 

UNCLAS KATHMANDU 2312 
I 

E.O. 11652: lOXA 
TAGS: EFIN NP 

SUBJ: DEVALUATION RUMORS REFUTED 

1. IN LENGTHY STATEMENT TO PRESS MAY 15 ON ECONOMIC 

SITUATION, PRIME MINISTER RIJAL STATED THAT RUMORS OF 
POSSIBLE DEVALUATION OF RUPEE WERE BASELESS. HE SAID THAT 
QUESTION OF DEVALUATION COULD NEVER ARISE SINCE NEPAL HAD 
CONVERTIBLE CURRENCY RESERVES SUFFICIENT TO COVER IMPORTS 
FOR ONE YEAR. 

2. COMMENT: FOLLOWING ENACTMENT OE EPHXRMIC MEASURES 
REPORTED IN KATHMANDU 1930, THERE HAVE BEEN PERSISTENT 
RUMORS OF DEVALUATION OF NEPALESE RUPEE. DESPITE ABSENCE 
OF RATIONALE FOR DEVALUATION" AS BOTH NEPAL'S EXPORTS AND 
IMPORTS ARE RELATIVELY INELASTIC, RUMORS HAVE CONTINUED. 
PRIME MINISTER'S STATEMENT CONFIRMS REMARKS MADE BY 

RASTRA BANK GOVERNOR SHARMA DURING CALL BY NEW DELHI 

ECONOMIC COUNSELOR LANDS, THAT HE "COULD GUARANTEE THAT 
DEVALUATION WOULD NOT OCCUR IN NEXT THREE YEARS." 
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